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Ruediger Naumann-Etienne

Dear Fellow Shareholders,

Quinton Cardioclogy Systems, Inc. enjoyed a banner year in 2002.

Despite the challenge of a sluggish global economy, Quinton achieved several
key milestones. Not only did we complete one of the year’s few successful
initial public offerings, we acquired a former competitor, launched numerous
products, and created new distribution opportunities domestically and
internationally. And in 2002, Quinton was honored as the “Patient
Monitoring Company of the Year” by Frost & Suilivan, a global leader in
medical industry research.

In addition, we demonstrated significant progress in our financial results
during 2002. Annual revenues grew over 8% in 2002 to $46.5 million.
Gross profit improved by over 10% in 2002 to $18.6 million and we reduced
our net loss by 83% to $1.4 million, compared with a net loss of $8 million
for the prior year. As a result, net loss was $0.17 per share, compared with
a net loss of $12.69 per share in 2001. More important, we culminated the
year by achieving a net profit in fourth quarter of $0.6 million, earning
$0.05 per share.

Cash from Quinton’s initial public offering enabled us to acquire Burdick, Inc.,
a leading provider of electrocardiographs and other diagnostic cardiology
offerings, including data management systems, on January 2, 2003. The
Burdick acquisition almost doubles Quinton’s size, and provides us with
another highly regarded cardiology brand name, complementary products,
and expanded distribution capabilities, particularly in the domestic physician
office market.

Our continued focus on innovative research and development during 2002
resulted in new offerings in several franchise markets, including:

m Cardiac rehabilitation. Our rehabilitation monitoring system, Q-Tel rus,
sets new standards for cardiac rehabilitation telemetry by reliably
monitoring in real-time those patients participating in these specialized
programs.

» Cardiac stress testing. The updated Q-Stress cardiac stress monitor
provides enhanced networking capability and better connectivity. In
November we also launched a Kanji (Japanese language) version.

» Holter monitoring. A new compact recorder introduced for the
Q-Track Il Holter system improves patient comfort while providing
significant clinical advantages.

®m £CG management. Q-Exchange, a new cross-platform software program,
facilitates interaction between healthcare data management networks
and diagnostic cardiology monitoring systems.




Leveraging the capabilities and excitement generated by these and other
new products, Quinton is developing additional ways to expand our
business. Domestically, strategic partnerships with companies including
Medical Positioning, Inc. and Problem Solving Concepts, Inc. are bringing
Quinton products to new, specialized markets. Internationally, important
distribution agreements were established in 2002 with Nihon Kohden, a
leading medical device company in Japan, and with Chindex, a leading
distributor in China.

During 2003, we intend to build on last year’s accomplishments. First, we
will focus on integrating Burdick. Second, we will continue our previous
innovation in research and development, providing new offerings in our
franchise markets. Third, we will use these new products to drive growth in
our domestic direct and distributor channels, as well as in our international
distribution network. And finally, we will continue to seek complementary John R. Hinson
alliances and acquisitions.

As we complete our first year as a public company, we would like to
acknowledge the work of all Quinton employees, whose creativity,
commitment and dedication have brought about the accomplishments
to date and positioned us for a successful future.

We also want to assure our shareholders that we are committed to

integrity in all aspects of our business, especially our financial reporting.

In addition, as members of the greater medical community, we feel a special
responsibility to the healthcare professionals we serve and, by extension, to
their patients. It is our honor to continue to meet this challenge.

We look forward to sharing our progress with you and thank you for your
trust and support.

Sincerely,
Ruediger Naumann-Etienne, Ph.D. John R. Hinson
Chairman & CEO President & COO




The first critical step in
diagnosing cardiac disease

Electrocardiographs

The resting ECG, a ten-second “snapshot” of a heart’s electrical
signals at rest, is the most common diagnostic cardiology
procedure. Performed in physicians’ offices, clinics and
hospitals worldwide, this test is often the first step in screening
and diagnosing disorders of the heart.

From compact systems designed for low volume use in
physicians’ offices to rugged, reliable, high-volume
hospital-grade systems, we provide an entire family of
electrocardiographs. Our systems not only record and print
ECGs, they also provide physicians with computer-generated
interpretation, an invaluable “silent second opinion.” The
interpretations are based on the internationally respected
Glasgow Rovyal Infirmary algorithm, a comprehensive and
accurate analysis tool that considers additional variables
such as age, gender and race.

In the physician office where efficiency is important, our
compact, single-channel electrocardiographs are trusted
favorites. In clinics and settings where multi-channel diagnostic
capability is required, our mid-range products provide more
on-board storage and additional features. In high-volume
hospitals, our high-end electrocardiographs provide maximum
storage, configurability and connectivity to enhance work flow
in the most demanding settings.

Accurate, reliable ECG recording is the core of diagnostic
cardiology and the focus of our electrocardiographs.







Market leadership
through award
winning products
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Cardiac Stress Testing

Cardiac stress testing has been a primary diagnostic cardiology tool
for more than four decades. Inexpensive and simple to perform,
the test monitors heart rate, blood pressure, and ECG signal to
determine whether induced stress may reveal abnormalities in
cardiac function.

Using well-established protocols and measurements to evaluate
patients, stress testing uses a treadmill and a stress monitor to
push a patient to peak exertion while continuously acquiring ECG
signals. Often the heart reveals clinically significant ECG
abnormalities only at peak exertion levels.

Each component of a stress system, the ECG monitor, the exercise
device, peripheral devices and, most important, the analysis
software, adds to its clinical utility. Only through complete
integration of all of these components can the clinicians be

" assured of an accurate diagnosis. Since a successful test vigorously

exercises the patient to exhaustion, the procedure cannot be quickly
repeated, making accuracy and reliability of our stress systems vital.

Quinton stress systems, from office-oriented devices to networked
hospital systems, record all comments, data, and ECG traces
throughout the procedure. The systems are differentiated by their
capabilities, such as storage, analysis, connectivity, and integration
options.

Enhanced connectivity enables controlled, secure transmission

of patient records to colleagues. Using our stress systems,
physicians can review completed tests on the system immediately
post-procedure, or later off-line, on a workstation. The unique
Q-Exchange™ feature significantly improves workflow by enabling
patient data import and export, transfer of data to multi-device
reporting packages, and reduction of data entry errors.

Supporting the innovation designed into all our stress test systems
are Quinton’s proprietary medical treadmills, recognized as the
industry standard. Accurate, reliable and quiet, these treadmilis
help position Quinton as the leading developer of cardiac stress
test products.

Stress products from Quinton set the standard for clinical accuracy,
integration and reliability.






Clinically superior
diagnostic capability
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Holter Monitoring

Holter monitoring devices record ECG activity for an
extended period. The battery-powered recorder stores
signals obtained from electrodes placed on the chest.
Recorded Holter data is then analyzed to assess cardiac
function and to associate abnormalities and symptoms with
patient activities.

Quinton provides Holter monitoring solutions appropriate
to any setting. These systems offer easy to use and flexible
analysis software and reporting tools. Optional pacemaker
analysis and heart rate variability software provide even
greater clinical precision. Our Holter technology supports a
wide range of networking options, making it easy to set up
multiple workstations for data collection and editing.

Quinton’s high-end systems capture true 12-lead ECG
waveforms, assuring the highest level of clinical accuracy.
12-ltead ECG waveforms enable superior ST segment
analysis, often a key element in the diagnostic process.
The digital recorder allows a full 24-hour study to be
downloaded and processed in less than 90 seconds.

From hospital cardiac care units to physician offices,
Quinton Holter systems deliver superior clinical resolution
while dramatically improving workflow.
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Easy to use,
refiakle technology on
a Windows piatform
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Cardiac Catheterization Monitoring

Cardiac catheterization, a procedure that involves the insertion
of a flexible tube into the heart, provides accurate and detailed
information about the heart’s mechanical function. When
X-ray equipment is used to visually monitor the catheter inside
the heart, a cardiac catheterization monitoring system records
the patient’s ECG and other vital signs. Using catheterization,
clinicians can actually treat some forms of heart disease.

Quinton’s cardiac catheterization monitoring system has
advanced image analysis and data management capabilities.
The system features a familiar Windows-based user interface
with guided charting templates, menu driven pick-lists and
user-defined libraries. Our software also performs quantitative
analysis of coronary arteries and ventricular images and
integrates the data into a customized, comprehensive
diagnostic report.

Our superior workflow design eliminates redundant data

entry and guarantees database integrity. A built-in data export
program sends administrative, inventory and outcomes
information to other hospital or cardiology databases. Our
latest release has an open architecture format and links to
image management systems, peripheral monitoring devices,
and database systems.

Quinton offers comprehensive cardiac catheterization
monitoring, image analysis and reporting solutions.
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Wireless technology and
optimized workflow for
a growing global need
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Cardiac Rehabilitation Telemetry

The prevalence of heart disease around the world has created
increased demand for cardiac rehabilitation services. Cardiac
rehabilitation helps patients with heart disease recover from
surgery or a heart attack through lifestyle counseling and
monitored exercise. A critical component of every cardiac
rehabilitation program is the monitoring of the patient’s ECG
signals during exercise. Wireless technology provides this
monitoring capability by digitally transmitting patient ECG data
to clinician workstations.

introduced in 2002, Quinton’s Q-Tel® rvs is a comprehensive
cardiac monitoring and rehabilitation data management
system that transmits real-time ECG data to monitoring stations
for storage and review. The system monitors up to a dozen
patients during exercise sessions to meet the needs of the
busiest facility.

Our monitoring software analyzes and stores individual patient
data, alerting staff to any critical changes. A Windows-based
platform provides unprecedented ease of use and total
workflow management. Additionally, the system compiles all
the data from a patient’s exercise session in a detailed report
that supports tracking of clinical outcomes. Every Quinton
telemetry system offers custom tracking software that reviews
each patient’s rehabilitation status.

Quinton telemetry systems deliver reliable management of
cardiac rehabilitation programs on a highly efficient, easy to
use platform.
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Integrating diagnostic
cardiology information
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ECG Management

More diagnostic tools are available to clinicians than ever
before, so the management of patient data has become a great
challenge. For this reason, we developed ECG management
systems to meet the needs of users in a variety of settings.

Our data management system for offices and clinics provides
convenient storage and retrieval of patient ECG data. This
system links our electrocardiographs with PC-based software,
providing a paperless solution for the highest quality output
and archiving.

In the hospital, where managing patient ECG data is time-
consuming, laborious and expensive, our high-end, cardiology
management system delivers integration, speed, connectivity
and scalability. This enterprise-wide system offers true
efficiency, centralizing ECG management and organizing
cardiology reports from different diagnostic devices into a
single, readily accessible patient record. With this data
management platform, Quinton has established a performance
standard in one of the fastest growing segments of the
cardiology market.

Quinton has developed a unique transfer tool that uses widely
accepted communication protocols and data formats to allow
our diagnostic acquisition devices to import and export patient
and clinical data to a wide variety of other systems. These
systems can be departmental image management programs,
report generators, small office patient databases, and even
HL-7 based hospital information systems.

Quinton’s ECG management systems give clinicians a
comprehensive and reliable diagnostic tool that addresses
their data management needs.
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A single source for
related products
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Other Systems & Supplies

Although ECG analysis is the cornerstone of diagnostic
cardiology, proper diagnosis often requires a clinician to
ook beyond ECG data.

As a full-service diagnostic cardiology company, Quinton
provides many accessories to clinicians to assist them in
this process. Pulse oximetry systems, spirometry, and
ambulatory blood pressure monitors are just a few of
these high-quality, reliable, ancillary diagnostic devices.

Quinton also provides high quality supplies for its diagnostic
cardiology systems, including top-grade recorder paper,
fault-free cables and electrodes for all types of cardiac
testing. Our premium chart recorder paper is designed

to provide maximum printed trace longevity, maintain
printhead life and minimize trace fading. Our custom-
manufactured patient cables and leadwires assure high
quality ECG recordings on all types of systems. And our
patented Quik-Prep™ electrode system helps eliminate
tracing abnormalities caused by improper skin preparation.
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Unparalleled support for
diagnostic cardiology
practitioners
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Customer Service

Thanks to our solid product engineering and superior service
programs, it’s not uncommon to find early versions of Quinton
products working reliably in the field long after their
production has been discontinued.

Quinton offers a wide choice of product support programs
designed to accommodate different budgets and needs.
These programs help control costs while providing clinical
assurance, knowing that the products will work to factory
specifications and perform to expectations.

Quinton’s technical specialists are Microsoft certified. They are
chosen for their commitment to customer satisfaction, as well
as for their technical strengths in current technology platforms
and the clinical environments where our products are used.

Telephone access to the company’s technical support call
center is facilitated with state-of-the-art voice recognition and
skills-based routing technologies. As a result, callers are usually
connected with the appropriate specialist within seconds.

We have numerous continuous improvement programs
dedicated to enhancing customer relationships, including
multi-functional quality review teams that study customer
feedback to identify opportunities to improve products and
services and active monitoring of customer interactions to
ensure we meet expectations.

Quinton ... products and services covering the
continuum of cardiovascular care
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Quinton Cardiology Systems, Inc.

3303 Monte Villa Parkway
Bothell, Washington
98021-8969

Visit our website at:
www.quinton.com




